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Executive Summary

Purpose

Background

The Department of Defense (DoD) currently spends $15 billion annually on
maintaining aircraft, ships, tracked and wheeled vehicles, and other
equipment. However, it believes it can reduce maintenance costs by better
matching its depots’ workload capacity with current maintenance
requirements. Accordingly, as a result of the base closure and realignment
process, DOD is closing 15 of its 36 major maintenance depots and is
transferring their workloads to other depots or the private sector.

The Chairman and Ranking Minority Member, Subcommittee on Military
Readiness, House Committee on National Security, requested that GAo

(1) assess the reliability of boD’s depot closure cost and savings estimates;
(2) obtain information on the policies and programs used to provide
employment and training opportunities to employees at closing depots;
(3) determine if the military services can increase savings by using
competitions between DOD depots (public-public competitions) or between
DOD depots and the private sector (public-private competitions) when
redistributing closing depots’ workloads; and (4) determine if the military
services adequately consider other services’ depots when they use
methods other than competition to redistribute the workloads. The scope
of this report is limited to the 10 depots that were recommended for
closure during the first 3 rounds of the base closure process.

Since the early 1970s, Gao and others have repeatedly reported on the
redundancies and excess capacity that exist in DoD’s depot maintenance
operations and have recommended increased integration and centralized
management to resolve the problem. However, the military services have
historically preferred to retain control of their depot maintenance
operations and allocate the workload for key systems to their own depots,
which frequently duplicate capabilities in other services’ depots.

Two things have exacerbated DOD’s excess capacity problem in recent
years. First, changing world conditions and other factors have significantly
reduced DOD’s depot maintenance requirements. Second, the private
sector, which has seen its production workload for new systems and
equipment decline as a result of the same conditions, is seeking more of
the depot maintenance workload.

Although some downsizing has been accomplished by mothballing or
disposing of equipment and by vacating buildings or converting them to
other uses, the problem of excess capacity has, for the most part, been
addressed through the base closure and realignment process. Three Navy
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Results in Brief

shipyards, three naval aviation depots, one Air Force depot, and three
Army depots are being closed as a result of the first three rounds of the
base closure process. In addition, one Army depot, two Air Force depots,
one Navy shipyard, and one naval aviation facility are being closed as a
result of the 1995 round.

DOD has substantially reduced its initial estimates for the net savings that
depot closures will achieve during the 6-year implementation period
allowed by law and, to a lesser extent, for the annual savings after the
implementation period has been completed. Although DoOD believes its
estimates have improved, current estimates still do not accurately reflect
potential savings because (1) some closure-related costs are not included
and (2) some estimates have not been updated to reflect major changes in
such areas as the expected cost of doing the work after it is transferred to
new sources of repair. As a result, the magnitude of savings is uncertain.

With the prospects of losing their jobs when depots close, employees face
a number of career and life-altering decisions. However, by offering a
comprehensive and costly outplacement program that provides assistance,
benefits, and separation incentives, DOD has greatly facilitated this
transition and has thus far successfully limited the number of depot
employees who were involuntarily separated. In addition, although jobs
have not always been available in the same geographical area, they have
often been available for employees willing to relocate.

The military services can substantially increase their savings by ensuring
that closing depots’ workloads are transferred to the most cost-effective
source of repair. They can accomplish this goal by (1) conducting
public-public and public-private competitions for the work or (2) by
analyzing the cost-effectiveness of moving the work to not only their own
depots but also those of the other services. In addition, they can improve
the efficiency of their operations and reengineer workloads that are
transferred from closing depots without competition.

However, neither DoD nor the military services have taken action to
maximize these savings. For example, Gao found that (1) public-public and
public-private competition programs were discontinued in May 1994;

(2) the Air Force is implementing a privatization-in-place plan that will
likely increase maintenance costs; (3) the military services rarely consider
interservicing alternatives (one service relying on another service for
depot maintenance support) when they redistribute workloads; and
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Principal Findings

(4) neither pDOD nor the services require depots to reengineer workloads
they receive from closing depots.

Savings Estimates Have
Decreased

DoD and the base closure and realignment commissions used the Cost of
Base Realignment Actions model to develop preliminary cost and savings
estimates for each depot closure. After the President and Congress
accepted the commissions’ recommendations, the services provided
updated—and what they considered to be more reliable—cost and savings
estimates in their annual budget submissions to Congress. One major
difference between the preliminary estimates and the budget estimates
was that the model used to develop the preliminary estimates excluded
environmental cleanup costs, which DoD is liable for regardless of whether
a depot closes or not.

Although not directly comparable, the services’ budget estimates of total
net savings that the 10 depot closures will achieve during the 6-year
implementation are 85 percent less than the commissions’ estimates
($222.4 million versus $1,437.8 million). The primary reasons for this
difference are (1) a $711.1-million reduction in the amount of gross savings
that are expected during the implementation period resulting from such
factors as fewer than expected reductions in the number of personnel
eliminated; (2) the addition of a one-time environmental cost of

$409.1 million that was excluded from the commission’s estimates; and
(3) a $100.5-million increase in nonenvironmental costs for such things as
relocating civilian employees. The budget estimates for the total annual
savings after the implementation period are 10 percent less than the
commissions’ estimates ($656 million versus $729 million).

Current Estimates Still
Overstate Savings

Current estimates may be better than those used by base closure and
realignment commissions, but they still do not accurately reflect the costs
and savings that are likely to occur. First, the estimates exclude some
closure-related costs that are being financed through the Defense Business
Operations Fund or with operation and maintenance funds. Second, the
services have not updated their savings estimates since their initial budget
estimates, even though significant changes have occurred in such items as
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the expected cost of accomplishing depot maintenance work after it is
moved from a closing depot to a new source of repair.

In addition, poD lacks effective tools for estimating the recurring costs of
depot maintenance operations in a post-closure environment—a condition
that could cause the services to select more costly alternatives when
deciding how to redistribute closing depots’ workloads. For example, the
decision to privatize-in-place the depot maintenance workload at the
closing Air Force Aerospace Guidance and Metrology Center may result in
an increase rather than decrease in costs.

Further, boD does not require the military services to routinely accumulate
and update actual savings information on depot closures and has not
provided guidance on (1) how to compute actual savings after a depot is
closed or (2) what records should be retained for determining the
magnitude of the actual savings. As a result, DOD may not have reliable
information on the costs and savings associated with depot closures, even
after the closures are completed.

Efforts to Limit
Involuntary Separations
Have Been Successful, but
Costly

DOD has thus far successfully limited the number of employees who have
been involuntarily separated as a result of depots closures. As of July 31,
1995, 20,692 workers had either found other federal jobs or left
government service as a result of depot closures. Altogether,

694 employees, or about 3.4 percent of the total, were separated through
the reduction-in-force process; 11,286, or about 54.5 percent, found
another job through such programs as DOD’s priority placement program,;
and 8,712, or about 42.1 percent, separated voluntarily. To a large extent,
this success can be attributed to legislative actions and to the services’
comprehensive outplacement program that includes job placement
assistance, job training opportunities, separation incentive pay for those
who resign or retire voluntarily, and early retirement options.

Although complete data is not available, DOD’s outplacement program is
more costly than programs in most civilian agencies. For example, under
one job placement program, employees at bases that will remain open are
paid as much as $25,000 to retire or resign voluntarily and are then
replaced by employees from closing depots who are relocated at
government expense (at a cost of as much as $65,000 per employee).
According to Office of Personnel Management officials, although civilian
agencies have the legislative authority to provide many of the benefits
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offered by DoD, the high cost of such benefits is a restraining
factor—especially for smaller agencies.

Public Depot Competition
Can Be Used to Increase
Depot Closure Savings

DOD’s public-public and public-private competitions of depot maintenance
workloads have resulted in savings and benefits. Public-public
competitions conducted in 1992 and 1993 for the Sacramento Army
Depot’s workload and public-private competitions for Navy aviation
maintenance between 1987 and 1994 demonstrated that the services can
increase their savings by using such competitions to redistribute closing
depots’ workloads. The primary reasons for this are (1) the competing
depots have an incentive to reengineer a closing depot’s work if they must
compete for it, but do not if the work is simply transferred to them; (2) the
competitions introduce the discipline and incentives of private industry by
creating more of a buyer-seller relationship between the depots and their
customers; and (3) the services can apply lessons learned during the
competitions to similar, noncompeted workloads.

However, the Deputy Secretary of Defense discontinued DoOD’s
public-public and public-private competition programs in May 1994. He
stated that DoD’s databases and financial management systems are not
capable of providing the data needed to determine the actual cost of
specific workloads. GAO agrees that DOD has problems with its databases
and financial management systems and completely correcting these
long-standing and well-documented problems is likely to take a long time.
However, in the interim, DOD has taken actions to develop more reliable
cost estimates and is taking further actions that should improve the
competition process.

Interservice Workload
Redistribution Alternatives
Are Rarely Considered

Congress has long been a strong proponent of using interservicing to
streamline and reduce depot maintenance costs. In addition, DoD believes
the greatest potential for savings comes from redistributing closing depots’
workloads. However, the services have not considered interservicing
alternatives for most of the closing depots’ workloads. Instead, most of the
work has been or will be transferred quickly to either the parent services’
remaining depots or the private sector. GAao found that (1) due largely to
service parochialism, DOD has been trying for about 20 years—without
significant success—to interservice depot maintenance workloads;

(2) many workloads, such as Navy ships and large Air Force aircraft, are
not considered susceptible to interservicing; and (3) only about 8 percent
of the susceptible workload is accomplished through interservicing.
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Public-Private
Competitions Not
Used in Allocating
Closing Depot’s
Maintenance
Workloads

Title 10 U.S.C. 2469 provides that competitive procedures that include
public entities be used when privatizing depot maintenance workloads
valued at $3 million or more. DOD canceled its public-private competition
program in May 1994. The Air Force is privatizing the Aerospace Guidance
and Metrology Center’s workload without using competitive procedures
that include public depots. DoD officials expressed differing views on the
statute’s application.

Recommendations

GAO recommends that the Secretary of Defense (1) implement procedures
to capture relevant cost and savings data on depot closures; (2) improve
the process for estimating recurring costs of maintenance operations in a
post-closure environment; (3) implement a high-priority program to
resolve internal control deficiencies in depot management systems;

(4) maximize the use of competitive procedures and merit-based selection
criteria that include military depots in determining the most cost-effective
source of repair for workloads that have not yet been transferred from
closing depots; and (5) require the services to reengineer workloads that
are redistributed from closing depots on any basis other than competition,
starting with the largest and most stable workloads.

Agency Comments

DOD provided official oral comments. With two exceptions, DoD officials
generally agreed with GAO’s findings and recommendations. First, although
they agreed that costs and savings estimates associated with depot
closures are not completely accurate, they noted it would not be a
cost-effective use of scarce resources to develop more accurate
estimates—especially since the last base closure round has been
completed. GAO believes that accumulating actual cost and savings data or
revising estimates should not be overly cumbersome because depots are
already required to compare their budgeted and actual costs and to
determine the cause of any significant variances. Further, the services
could make more informed and cost-effective workload redistribution
decisions if they had more reliable cost and savings data on past closures.

Second, poD officials noted that public-private competitions—which Gao
has recommended be reinstituted—were reinstituted through a
November 1994 memorandum from the Deputy Under Secretary of
Defense to the service secretaries implementing 10 U.S.C. 2470. GAO notes
that no such competitions have been conducted since the program was
terminated in 1994. Further, DoD policy prohibits its depots from
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participating in public-private competitions until the Defense Finance
Accounting Service certifies that adequate financial systems and
procedures are in place to identify and track all costs. Given these and
other factors, GAO continues to believe that DoD has not effectively
reinstituted its public-private competition program and should do so. GAO’s
recent report on the Navy’s implementation of the program includes this
recommendation.!

GAO continues to believe that to identify the most cost-effective source of
repair for transferring maintenance workloads from closing depots, DOD
should maximize the use of competitive procedures that include military
depots.

'Navy Maintenance: Assessment of the Public-Private Competition Program for Aviation Maintenance
(GAO/NSIAD-96-30, Jan. 22, 1996).

Page 8 GAO/NSIAD-96-29 Closing Maintenance Depots



Page 9 GAO/NSIAD-96-29 Closing Maintenance Depots



Contents

Executive Summary 2
Chapter 1 _ _ 12
Introducti Depot Maintenance Overview 12
ntroaucton Depot Downsizing Has Occurred Largely Through BRAC 14
Objectives, Scope, and Methodology 17
Chapter 2 , , 20
M itud £ Savi Net Savings Estimates Have Decreased 20
agnitu e. 0 avings Budget Estimates Do Not Include Some Costs 22
Is Uncertain Budget Savings Estimates Have Not Been Updated 23
DOD Has Not Provided Adequate Guidance on How to Estimate 24
Savings
Conclusions 25
Recommendations 26
Agency Comments 26
Chapter 3 DOD Assist E Empl T iti gg
o . ssistance Eases Employee Transition

Efforts to Limit Depots Have Extensive Employee Outplacement Programs 29
Involuntary Cost of DOD Outplacement Programs 32
s Conclusions 36
Separations Have Agency Comments 5

Been Successful, but

Costly
Chapter 4 , , N 37
Public-Publi d Sacramento Army Depot Public-Public Competitions 37
u %C_ U. 1C an Sacramento Competitions Produced Substantial Price Reductions 39
Public-Private Strengthened Buyer-Seller Relationship Has Generated 43
I Additional Price Reductions
Compgtltlons Can Be Price Reductions Enhanced Competitions’ Credibility 44
Effective Tools for DOD'’s Rationale for Canceling Competition Program Is 44
Redistributing . Qufstionable i
onclusions

Workloads Recommendation 49
Agency Comments 49

Page 10

GAO/NSIAD-96-29 Closing Maintenance Depots



Contents

Chapter 5 N , 50
Workload Intersemcmg Is Encourag‘efi, but Frequently Not Cpn&dered 50
Navy Did Not Use Competition or Adequately Consider 53
Redistribution Interservicing Alternatives
Decisions Did Not Public-Private Competitions Not Used in Allocating AGMC Depot 55
. Maintenance Workloads
Adequately Consider Conclusions 56
Some Alternatives Recommendations 56
Agency Comments 57
Appendixes Appendix I: History of the Services’ Depot Systems 60
Appendix II: Major Contributors to This Report 68
Tables Table 1.1: Maintenance Depots Identified for Closure by the 1988, 16
1991, and 1993 BRAC Rounds
Table 2.1: Differences Between the 6-Year Cost and Savings 21
Estimates in Commission Reports and the Latest Budget Estimate
Submission for 10 Depots
Table 3.1: Depot Attrition and Job Placement 28
Table 3.2: Major Transition Benefits Available to DOD Workers 33
Table 3.3: Job Training Partnership Act Grants for Closing Depots 35
Table 4.1: Results of the Sacramento Army Depot Workload 38
Competitions
Table 4.2: Initial Estimates of Price Reductions That Resulted 40
From Sacramento’s Workload Competitions
Figure 1.1: DOD’s Depot Maintenance System 14

Figure

Abbreviations

AGMC Aerospace Guidance and Metrology Center
BRAC Base Closure and Realignment Commission
CECOM Army Communications-Electronics Command
COBRA cost of base realignment actions

DOD Department of Defense

GAO General Accounting Office

VSIP voluntary separations incentive pay

Page 11

GAO/NSIAD-96-29 Closing Maintenance Depots



Chapter 1

Introduction

Depot Maintenance
Overview

The Department of Defense (DoD) annually spends $15 billion! for depot
maintenance work that involves the repair, overhaul, modification, and
upgrading of aircraft, ships, tracked and wheeled vehicles, and other
equipment. This work, which also includes limited parts manufacturing,
technical support, testing, reclamation, and software maintenance, is
performed by both public depots and the private sector.

A combination of factors, including declining maintenance requirements
and increasing pressures to outsource more and more work to the private
sector, has caused DOD to downsize its depot maintenance infrastructure.
This downsizing has taken place largely through the base closure and
realignment (BRAC) process.

Prior to downsizing, pob had 36 major maintenance depots—8 Army
depots, 6 naval aviation depots, 8 shipyards, 2 ship repair activities, 3 Navy
warfare centers, 7 Air Force depots, and 2 Marine Corps depots—as well
as other industrial facilities with a depot maintenance mission. This total
includes 15 depots that are closing, 6 of which have already ceased
maintenance operations. It does not include an Air Force depot
maintenance activity in Colorado Springs that performs software
maintenance for space systems or most specialized government-owned,
contractor-operated repair depots.

These depots, which represent a large government investment, have
historically had more extensive technical capability—in terms of the
facilities, equipment, and personnel—than lower maintenance levels.?
However, in recent years, various programs within the military services
have resulted in blending some of the maintenance levels.

In addition to in-house depot maintenance capability, DOD also contracts
with thousands of firms, including both repair houses and original
equipment manufacturers. These firms supply parts and provide direct
maintenance support in both their own facilities and government facilities.

IThis total includes $2 billion that is spent installing various weapon systems and equipment
modifications and upgrades—depot-level maintenance functions that are budgeted under procurement
appropriations rather than operation and maintenance appropriations.

>The other two levels are (1) organizational maintenance, where members of operational military units
make functional checks and then adjust, service, or replace faulty parts and (2) intermediate
maintenance, where military personnel perform more extensive repairs—many of which require a
shop environment.
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In our April 1994 testimony,® we reported that DoD’s estimate of the
workload mix between the public and private sectors—about 35 percent
to the private sector and the remainder to public depots—understated the
portion of private sector funding. We noted that an actual accounting of
the amount going to the private sector, either directly or through the
purchase of repair parts or secondary services, was not readily available
because of limitations in the way DoOD collected data. However, based on
our review of available data, we projected that more than 50 percent of
depot maintenance funds goes to the private sector.

Figure 1.1 depicts DOD’s major depots, which collectively employ about
100,000 civilian employees and 2,000 military personnel. A brief history of
each military service’s depot system is provided in appendix I.

3Depot Maintenance: Issues in Allocating Workload Between the Public and Private Sectors
(GAO/T-NSIAD-94-161, Apr. 12, 1994).
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Figure 1.1: DOD’s Depot Maintenance System
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Depot Downsizing
Has Occurred Largely
Through BRAC

A combination of factors has created too much depot maintenance
capacity in the military services’ depots. These factors include (1) the
downsizing of the armed forces due to the end of the Cold War; (2) efforts
by some DOD components to conduct more repairs in field-level
maintenance activities; (3) pressures by the defense industry to contract
out more depot work to the private sector; and (4) the increased
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reliability, maintainability, and durability of most military systems and
equipment.

Some initiatives—namely consolidating workloads, implementing
competition between government depots and the private sector,
mothballing depot plant equipment, and tearing down unused buildings or
converting them to other military uses—have been undertaken to reduce
some of the excess capacity. However, depot downsizing has largely
occurred through the BRAC process.

Closing unneeded facilities has never been easy, partly because of the
public’s concerns about the effects of closures on communities and about
the impartiality of the decision-making process. Additionally, 1970s
legislation requiring congressional notification of proposed closures and
preparation of economic, environmental, and strategic consequence
reports has greatly impeded base closure efforts. Legislation enacted in
1988 (P.L. 100-5626) facilitated a successful round of base closure
decision-making. It outlined a special process for considering base closure
actions, authorized a special commission to review proposed closures and
realignments, and provided relief from certain statutory provisions that
hindered the base closure process.

In 1990, the Secretary of Defense found it was difficult to complete
additional base closure actions without special enabling legislation.
Therefore, Congress passed the Defense Base Closure and Realignment
Act of 1990 (title XXIX, P.L. 101-510), which halted any major closures
unless DoOD followed the new act’s requirements. The act created
independent BRAC commissions and outlined procedures, roles, and time
frames for the President, Congress, DOD, GAO, and the commissions to
follow. It required that all bases be compared equally against (1) selection
criteria to be developed by bob and (2) DoD’s current force structure plan.
The legislation mandated rounds of BRAC reviews in 1991, 1993, and 1995.

The first 3 rounds of the BRAC process resulted in decisions to close

10 maintenance depots: 1 in BRAC 1988, 2 in BRAC 1991, and 7 in BRAC 1993.
Six of these depots are located on bases that are being closed completely,
but four—the Norfolk and Pensacola naval aviation depots and the
Lexington-Bluegrass and Tooele Army depots—are located on bases that
will continue to perform missions other than depot maintenance. Eight of
the depots have had or will have all or portions of their land and facilities
made available to the local community for reuse; however, the Navy plans
to retain all of the Norfolk and Pensacola naval aviation depots’ land and
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facilities for other missions. For purposes of this report, all BRAC actions
where depot maintenance operations will cease at a location are referred
to as “depot closures.”

Table 1.1 shows the depots recommended for closure, the dates they
either did or will cease maintenance operations, and their actual or
planned closure dates.

Table 1.1: Maintenance Depots
Identified for Closure by the 1988,
1991, and 1993 BRAC Rounds

Cease Planned/
BRAC maintenance actual
Depot round operations  closure date
Lexington-Bluegrass Army Depot 1988 9/94 9/952
Sacramento Army Depot 1991 9/94 3/95°
Philadelphia Naval Shipyard 1991 9/95 9/96
Charleston Naval Shipyard 1993 9/95 4/96
Mare Island Naval Shipyard 1993 4/95 4/96
Alameda Naval Aviation Depot 1993 9/96 3/97
Norfolk Naval Aviation Depot 1993 9/96 3/972
Pensacola Naval Aviation Depot 1993 9/95 3/96°
Tooele Army Depot 1993 5/95 9/962
Aerospace Guidance and Metrology Center, 1993 8/96° 9/96

Newark Air Force Base

aThese depots are located on bases that are being realigned rather than closed and that will
continue performing nonmaintenance missions.

bAlthough most of the depot’s land and facilities were turned over to the local community, some
were retained pending completion of environmental cleanup work.

°Since the closure plan involves turning the facility over to private contractors rather than closing
it, maintenance operations will not actually cease but will be transferred to the private sector.
Additionally, DOD civilians will continue to perform part of the metrology and calibration mission
since the functions they perform have been determined to be “inherently governmental.”

DOD’s report to the 1995 BRAC Commission included recommendations to
(1) realign the Letterkenny Army Depot and the Naval Undersea Warfare
Center, Keyport, Washington;* (2) close the Red River Army Depot, Long
Beach Naval Shipyard, and Naval Surface Warfare Center, Crane Division
Detachment, Louisville, Kentucky; and (3) reduce the five air logistics
centers’ excess capacity by consolidating various workloads, disposing or
mothballing depot plant equipment, and tearing down buildings. DoD
estimated that this approach would reduce the Air Force’s excess capacity

4Although the warfare centers had previously been categorized as technical centers rather than depot
maintenance activities, their missions included performing some depot maintenance workload.
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by 1.5 depot equivalents. However, after these recommendations were
forwarded to the BRAC Commission for review, the Commission added all
five air logistics centers, Portsmouth Naval Shipyard, and Tobyhanna
Army Depot to the list for further review.

The Commission ultimately recommended closing the Long Beach Naval
Shipyard; the Naval Surface Warfare Center, Crane Division Detachment,
Louisville, Kentucky; and the Sacramento and San Antonio Air Logistics
Centers. In addition, it recommended that (1) the depot maintenance
mission be discontinued at the Letterkenny Army Depot (Pennsylvania);
(2) the Naval Undersea Warfare Center, Keyport, Washington, retain its
torpedo depot maintenance workload, but transfer its ship combat
systems workload; and (3) the Red River Army Depot remain open and
retain its Bradley Fighting Vehicle Series workload, but transfer its other
maintenance missions to other depots or the private sector.

President Clinton disagreed with some of the Commission’s
recommendations, especially those that affected depots in California and
Texas, but he ultimately approved the Commission’s report on July 13,
1995, and forwarded it to Congress. Congress completed its review and
accepted the Commission’s recommendations in September 1995.

The Chairman and Ranking Minority Member of the Subcommittee on
Military Readiness, House Committee on National Security, requested that
we (1) assess the reliability of DoD’s depot closure cost and savings
estimates; (2) obtain information on the policies and programs used to
provide employment and training opportunities to employees at closing
depots; (3) determine if the military services can increase depot closure
savings by using competitions between DOD depots (public-public
competitions) and between DOD depots and the private sector to
redistribute closing depots’ workloads; and (4) determine if the military
services adequately consider other services’ depots when they use
methods other than public-public or public-private competitions to
redistribute their closing depots’ workloads.

To assess the reliability of depot closure cost and savings estimates, we
analyzed the cost of base realignment actions (COBRA) and BRAC budget
estimates. We also discussed the reliability of the estimates with DoD and
service officials and examined financial documentation.
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To obtain information on the policies and programs used to provide
employment and training opportunities to employees at closing depots, we
(1) reviewed relevant legislation and regulations; (2) discussed the policies
and programs with cognizant depot officials; (3) determined the frequency
that various actions, such as reductions-in-force, have been used to
outplace depot employees; and (4) visited several depots’ employment
transition centers. To a limited extent, we also obtained information on
the cost of the various programs.

To determine if public-public competitions have been used effectively to
redistribute closing depots’ workloads, we (1) obtained information on the
scope and results of all public-public competitions that have been
conducted, (2) reviewed competition savings projections, and

(3) discussed the pros and cons of using public-public competitions to
redistribute closing depots’ workloads with officials at both the commands
that conducted the competitions and the depots that competed for the
workloads. We also evaluated the Deputy Secretary of Defense’s rationale
for canceling DOD’s public-public and public-private competition programs
in May 1994.

To determine if the military services adequately consider interservicing
alternatives when using methods other than public-public competitions to
redistribute closing depots’ workloads, we documented the services’ plans
for redistributing the workloads and then discussed the methodology used
to select new sources of repair with depot maintenance officials.

We performed our work at

the Office of the Secretary of Defense;

the services’ headquarters;

Headquarters, U.S. Army Materiel Command,;

Headquarters, Naval Air Systems Command,;

Headquarters, Naval Sea Systems Command,

Headquarters, Air Force Materiel Command,;

Headquarters, U.S. Army Depot Systems Command, Chambersburg,
Pennsylvania;

the Naval Aviation Depot Operations Center, Patuxent River, Maryland,
the U.S. Army Communications-Electronics Command, Fort Monmouth,
New Jersey; and

the U.S. Army Missile Command, Huntsville, Alabama.
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We also performed work at four Army depots (Sacramento Army Depot,
Sacramento, California; Tooele Army Depot, Tooele, Utah,;
Lexington-Bluegrass Army Depot, Lexington, Kentucky; and Tobyhanna
Army Depot, Tobyhanna, Pennsylvania); three naval shipyards (Charleston
Naval Shipyard, Charleston, South Carolina; Mare Island Naval Shipyard,
Vallejo, California; and Philadelphia Naval Shipyard, Philadelphia,
Pennsylvania); three naval aviation depots (Pensacola, Florida; Alameda,
California; and Norfolk, Virginia); and the Aerospace Guidance and
Metrology Center at Newark Air Force Base, Ohio.

We conducted our review in accordance with generally accepted
government auditing standards. In conducting our review, we used the
same accounting systems, reports, and statistics the services use to
monitor their programs. Except where otherwise indicated, we did not
independently determine the reliability of this information.
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Net Savings Estimates
Have Decreased

DOD believes its current budget savings estimates are better than the
Commission’s estimates, but the actual savings are still uncertain. The
current budget estimates indicate that closing the 10 depots will result in a
net savings! of $222.4 million during the 6-year implementation period
allowed by law and an annual savings of $656 million after that. Although
not directly comparable, these estimates are considerably less than the
Commission’s estimates—85 percent less for the implementation period
and 10 percent less in annual recurring savings. However, actual savings
are still uncertain because (1) the budget estimates do not include many
closure-related costs, (2) DoD has not updated the annual savings estimates
since it submitted the initial budget estimates to Congress, and (3) DOD has
not developed an effective methodology for estimating the cost of
accomplishing closing depots’ workloads at new sources of repair.
Further, DoD has not developed a methodology to determine actual closure
savings, and there are already indications that the data needed to make
this determination will no longer be available after the closures have been
completed.

As aresult of these problems, the services lack reliable data for making
their workload redistribution decisions and may be selecting more costly
alternatives. For example, preliminary cost estimates indicate that the Air
Force’s decision to privatize-in-place work currently performed at the
Aerospace Guidance and Metrology Center (AGMC) will increase costs
rather than save money. Nevertheless, the services are either
implementing or considering a similar approach at four of the five depots
that the 1995 BRAC Commission recommended for closure.

Initially, DoD used the COBRA model to estimate the cost of and savings
from closing each depot. It then provided COBRA estimates to each closure
commission. Generally, commission reports include COBRA estimates of
one-time costs, net savings for the 6-year implementation period, and
annual recurring savings for subsequent years.

After the President and Congress accept the Commissions’
recommendations, the services prepare cost and savings estimates for
budget submissions to Congress. Requirements for budget submissions are
established in the BrRAC acts (P.L. 100-526, sec. 206 and P.L. 101-510, sec.
2907), which require that annual poD budget requests (1) include cost and
savings estimates for each closure or realignment and (2) indicate the time

Net savings equal the savings that will be achieved as a result of the closure (e.g., savings from
eliminating base support costs) minus the cost of accomplishing the closure (e.g., relocation costs for
employees that are transferred to new jobs at other bases).
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for achieving these savings. The final budget estimate for the
Lexington-Bluegrass Army Depot, which was the only depot closed during
the first BRAC process, was submitted in February 1994. The latest budget
estimates for the other nine depot closures were submitted in

February 1995.

Defense and service officials emphasized that the COBRA model was never
intended to provide budget-quality estimates, and they pointed out that
budget and COBRA estimates are not directly comparable—primarily
because the coBRA model excludes environmental cleanup costs. They said
the COBRA estimates (1) were intended to be used to compare realignment
and closure options, (2) are based on limited data, and (3) exclude
environmental cleanup costs because DOD is liable for these costs
regardless of whether a depot is closed or realigned.

Table 2.1 shows the differences between the BRAC Commissions’ 6-year net
savings estimates and the military services’ latest budget estimates. As
indicated, the major reasons for the $1,215.4-million difference are (1) a
$711.1-million reduction in the amount of gross savings that are expected
during the implementation period resulting from such factors as fewer
than expected reductions in the number of personnel eliminated, (2) the
addition of $409.1 million in environmental costs, and (3) a $100.5-million
increase in nonenvironmental costs for such items as the relocation of
civilian employees.

Table 2.1: Differences Between the
6-Year Cost and Savings Estimates in
Commission Reports and the Latest
Budget Estimate Submission for 10
Depots

|
Fiscal year 1996 dollars in millions

COBRA Budget  Difference
Total savings $3,141.9 $2,430.8 ($711.1)
Land sales revenue 7.6 29.3 21.7
Less: Costs in BRAC account
Environmental N/A 409.1 409.1
Nonenvironmental 1,711.7 1,812.2 100.5
Total BRAC account 1,711.7 2,221.3 509.6
Costs financed outside the BRAC 0 16.4 16.4
account
Total costs $1,711.7 $2,237.7 $526.0
Net savings $1,437.8 $222 .4 ($1,215.4)

Estimates of annual recurring savings after the 6-year implementation
period have also been reduced. Specifically, the Commissions’ COBRA
analyses indicated that closing the 10 depots would save about

Page 21 GAO/NSIAD-96-29 Closing Maintenance Depots



Chapter 2
Magnitude of Savings Is Uncertain

Budget Estimates Do
Not Include Some
Costs

$729 million annually, when adjusted to fiscal year 1996 dollars, but boD’s
current budget estimates indicate the savings will be only $656 million
annually. For example, the net savings estimate for Tooele Army Depot
was reduced from the $112.5-million estimate by COBRA to $17.6 million in
the budget over the 6-year implementation period, and from $53.5 million
(coBRA) to $27.5 million (budget) for each subsequent year. Our analysis
shows the reduction was largely due to a change in assumptions about the
number of civilian positions that would be eliminated by the closure. The
COBRA estimate assumed the elimination of 1,268 civilian positions, while
the budget estimate assumed the elimination of 671 positions.

DOD’s current budget estimates understate the actual cost of closing the

10 depots. The primary reason for this is that they do not reflect
closure-related costs that either have been or will be paid from the
operation and maintenance account or by the Defense Business
Operations Fund. For example, the Navy estimates that, through fiscal
year 1995, closing naval aviation depots and shipyards will have
accumulated operating losses of about $882 million that will be recouped
from its operation and maintenance account ($695 million) or written off
within the Fund ($187 million). Only some of this loss is directly related to
depot closures. For example:

Naval aviation depots and shipyards were directed to freeze overhead
rates at the time the closure decision was made and, as a result, they were
unable to recover some of their overhead costs when their workloads
declined.

Two of the three closing shipyards have had losses from higher than
normal leave usage that is not reflected in the Navy’s BRAC budget
estimates because this cost is being financed from the Navy’s operation
and maintenance account. The operation and maintenance account is
paying for the $7.8-million loss that the Charleston Naval Shipyard
incurred in fiscal year 1994 and for losses the Philadelphia Naval Shipyard
will incur during fiscal year 1995.

The Navy’s most current budget estimates do not reflect the impact of
productivity reductions that naval aviation depots experienced after their
closures were announced. For example, according to the Naval Depot
Operations Center’s information, direct labor efficiency for two aircraft
repair programs—measured by comparing established norms to the actual
number of direct labor hours required to overhaul EA6B aircraft at
Alameda and AGE aircraft at Norfolk—declined about 9 percent and

2 percent, respectively, between fiscal year 1992 (the last full year before
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Budget Savings
Estimates Have Not
Been Updated

closure was announced) and fiscal year 1994 (the first full year after
closure was announced).

In addition, closing Army depots have incurred closure-related costs and
losses that are being financed by the Defense Business Operations Fund.
For example:

In fiscal year 1993, the Sacramento Army Depot charged about $12 million
in closure-related costs to the Defense Business Operations Fund instead
of the BRAC account. For example, the Navy and other organizations
charged depot employees’ voluntary separation incentive pay (VSIP)? to
their BRAC account, but the Sacramento Army Depot used the Defense
Business Operations Fund to finance these costs.

The Sacramento Army Depot’s maintenance mission ended in fiscal year
1994, but the Army continued to use Defense Business Operations Funds
to finance base support and other costs during fiscal year 1995. This, in
turn, caused the depot to incur about a $6-million loss during the first

6 months of the fiscal year.

According to poD officials, the services have not updated budget savings
estimates to reflect some major changes that have occurred since they
submitted their initial budgets to Congress. For example:

The savings estimate for closing the Sacramento Army Depot was first
submitted to Congress in January 1991 and remained unchanged in the
February 1995 submission. However, as discussed in chapter 4, significant
changes have occurred in not only the Army’s plans for redistributing the
depot’s workload, but also the expected cost of accomplishing the work.
Navy budget estimates indicate that the only savings that will accrue in
fiscal years 1994 and 1995 from closing aviation depots will be a
$17.8-million cost avoidance due to canceled military construction
projects. However, according to an analysis by the Naval Aviation Depot
Operations Center, closing three aviation depots and consolidating work
at the three remaining depots have enabled the Navy to reduce fiscal year
1995 customer rates by $82.7 million.

>To encourage voluntary retirements and resignations, DOD gave employees at closing depots up to
$25,000 if they voluntarily retired or resigned. According to its fiscal year 1995 budget submission, the
Army used its operation and maintenance account to reimburse the Defense Business Operations Fund
for VSIP costs in fiscal year 1994, and it increased customer rates to pay for these costs in fiscal year
1995.
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In December 1994, we reported?® that closing AGMC could result in an
annual recurring cost rather than the $3.8-million savings that was initially
projected in the Air Force’s February 1994 budget submission. Air Force
officials acknowledged that the closure and privatization of the Center
could increase annual costs—possibly by as much as $600 million over a
6-year period. Moreover, although agMC customers have been told to
budget more in future years for the same maintenance activities, the Air
Force’s February 1995 budget submission continued to show a projected
annual savings of $3.8 million.

DOD and service officials stated that savings estimates are not updated
because, once savings are reflected in the budget, there is no reason to
update the estimates unless significant new savings are identified.

Methodology Needed for
Estimating Post-Closure
Costs

DOD has not developed an effective methodology for estimating
maintenance costs in a post-closure environment. Prior to the 1995 BRAC
process, DOD officials recognized that they needed better estimates for
projecting the savings from moving closing depots’ workloads to new
repair sources. They considered using an Economic and Personnel
Analysis Model that was developed to evaluate the financial impact of
various interservicing alternatives. However, although the model is
compatible with the COBRA model, it requires an additional data call.
Further, all of the services did not agree to use the model during the 1995
BRAC process. As a result, the model was not used during the 1995 BRAC
round and is not being used to update budget savings estimates.

DOD Has Not
Provided Adequate
Guidance on How to
Estimate Savings

DOD does not require the military services to routinely accumulate and
update savings information on depot closures, and it has not provided
guidance on (1) how to compute actual savings once the closures have
been completed or (2) what records should be retained so that the
magnitude of the actual savings can be determined. As a result, DOD may
not have reliable information on the costs and savings associated with
depot closures, even after the closures are completed.

In the absence of DOD guidance, data needed for tracking costs and savings
are not being retained. For example, according to an Army Audit Agency
manager, preliminary information obtained from an ongoing review of
BRAC I bases, including the Lexington-Bluegrass Army Depot, indicates that

3Aerospace Guidance and Metrology Center: Cost Growth and Other Factors Affect Closure and
Privatization (GAO/NSIAD-95-60, Dec. 9, 1994).
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Conclusions

(1) no provision has been made to ensure the retention of needed records
and (2) some of the information needed to estimate savings for these bases
may no longer be available. Similarly, when we attempted to review cost
and savings data from the Lexington-Bluegrass Depot, Army officials told
us that records needed to develop depot closure cost and savings
estimates had apparently been lost.

At the request of the Subcommittee on National Security, International
Affairs and Criminal Justice, House Committee on Government Reform
and Oversight, we are reviewing estimated and actual savings from past
base closure and realignment actions, including depots. As a part of that
review, we are also addressing issues related to the development of budget
estimates and measurement of actual savings.

In addition, in response to several congressional requests, including one
from the House Committee on National Security, we are also reviewing
DOD’s plans to privatize depot maintenance workloads. Specifically, we are
reviewing the methodology the services plan to use when they evaluate the
cost-effectiveness of implementing a privatization-in-place concept at
AGMC, the Letterkenny and Red River Army depots, the Sacramento and
San Antonio Air Logistics Centers, and the Naval Surface Warfare Center,
Crane Division Detachment, Louisville, Kentucky.

DOD’s budget estimates show that the savings from the

10 BRAC-recommended depot closures will be lower than the BRAC
Commissions original estimate. Further, questions remain about the
overall accuracy of DOD’s budget estimates. In some cases, certain costs
have not been included or estimates have not been updated to reflect
significant changes. Such information is needed to periodically update
defense managers and Congress on the amount of savings. DoD does not
currently have a standardized approach for capturing and presenting costs
and savings data, nor does it have a sound process for estimating recurring
costs of conducting maintenance operations in a post-closure
environment. Both of these elements are essential to evaluate the
cost-effectiveness of alternatives for conducting maintenance operations
after depots close.
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We recommend that the Secretary of Defense (1) implement procedures to
capture relevant cost and savings data on depot closures and (2) improve
the process for estimating recurring costs of maintenance operations in a
post-closure environment.

DOD officials believe that, although budget estimates of the costs and
savings associated with depot closures are not completely accurate, it
would not be a cost-effective use of scarce resources to develop more
accurate estimates, especially since the last base closure round has been
completed. In our opinion, accumulating actual cost and savings data or
revising estimates as significant changes occur should not require a
substantial expenditure of additional resources because depots are
already required to compare their budgeted and actual costs and to
determine the cause of any significant variances.

Further, we believe developing more accurate cost and savings estimates
serves two purposes. First, if one or more additional rounds of base
closures are required, having more accurate information on the costs and
savings associated with past closures should allow DOD, the services, and
any future closure commissions to develop more reliable estimates and, in
turn, make more informed decisions.* Additionally, we believe the services
could make more informed and cost-effective workload redistribution
decisions if they had more reliable cost and savings data on past closures.
For example, the privatization-in-place concept that is being implemented
at AGMc is also being considered for four of the five depots that the 1995
Commission recommended for closure, even though poD has not
developed a methodology for determining (1) how much this privatization
will save or cost the government and (2) if this approach is more
cost-effective than closing the depots and transferring their workloads to
either the remaining depots or the private sector.

4The Secretary of Defense has already indicated that he believes at least one more round of closures
will probably be required.
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DOD Assistance
Eases Employee
Transition

DOD has thus far been successful in limiting the number of employees that
must be involuntarily separated when depots close. To a large extent, this
success can be attributed to the transition programs that have been made
available. These programs have incurred significant costs that will grow as
more of the depots reach their actual closure date.

With the imminent prospects of job loss resulting from depot closure,
employees face a number of career decisions. Table 3.1 shows that DoD
has been successful in limiting involuntary separations by providing a
combination of separation incentives and job placement opportunities. As
shown in the table, reductions-in-force affected only 694 workers, or about
3.4 percent of the 20,692 workers who either left government service or
found other government jobs. About 54.5 percent of the workers found
other jobs, while 8.5 percent took either an optional or disability
retirement;! 14.1 percent took voluntary early retirement;? and 13 percent
resigned. vsiP of up to $25,000, depending upon length of service, is one
tool DoD used. It is too early in the closure process to determine DOD’s
overall success in limiting involuntary separations. However, for two
depots that have closed or are near final closure, the number of
involuntary separations remains low. For example, at the Sacramento
Army Depot, although 164 employees were separated through the
reduction-in-force process, this represents only 7.3 percent of the total
losses and, according to the depot commander, most of these employees
chose to be separated rather than to relocate to other localities where DoOD
jobs for which they qualified were available. Likewise, at the
Lexington-Bluegrass Army Depot, only two employees have been
separated through the reduction-in-force process.

Also as shown in table 3.1, the services also assisted many displaced
workers with their job searches. Of the 20,692 employees who had left
their jobs as of July 31, 1995, 11,806 employees, or 54.5 percent, either
found other DOD jobs or obtained jobs with other federal agencies. Most of
the DOD jobs were obtained either by transferring with the workload to a
nonclosing depot or through DOD’s priority placement or vsiP exchange
programs.

IFederal employees who meet certain minimum age and years of service criteria are eligible for an
optional retirement. In addition, employees may be eligible for disability retirement if they have at
least 5 years of creditable service.

2Voluntary early retirement and some other transition benefits available to DOD workers are
summarized in table 3.2 and described in greater detail in the remainder of this chapter.
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Table 3.1: Depot Attrition and Job
Placement (as of July 31, 1995)

Naval shipyards

Philadelphia Mare Island Charleston

Year of closure 1996 1996 1996
Initial staff level® 7,404 5,560 4,522
Depot employees who separated

Voluntary early retirement 517 598 346
Optional/disability retirement 658 310 66°
Resignations 1,005 349 175
Reductions-in-force 71 0 137
Other separations 214 77 480P
Total 2,465 1,334 1,204
Depot employees who obtained another federal job (with DOD or another federal agency)
Priority placement program 520 932 1,093
VSIP exchange program 168 139 180
Transfer with workload 0 232 409
Other 1,080 380 0P
Total 1,768 1,683 1,682
Grand total 4,233 3,017 2,886
7/31/95 staff level 3,171 2,622 1,636
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Air Force
Naval aviation depots Army depots depot Total Percent of
Alameda Norfolk Pensacola  Sacramento Tooele Lexington Newark losses total
1996 1996 1995 1994 1995 1995 1996

2,846 3,506 2,581 2,257 2,718 1,340 1,603 34,337
186 0 186 504 479 94 2 2,912 141
87 67 217 90 66 164 36 1,761 8.5
125 144 50 345 468 267 40 2,968 14.3
175 0 55 164 89 2 1 694 3.4
37 35 26 32 155 3 12 1,071 52
610 246 534 1,135 1,257 530 91 9,406 455
219 388 651 678 42 79 149 4,751 23.0
101 0 94 168 141 0 0 991 4.8
562 297 790 123 0 625 0 3,038 14.7
149 310 188 151 86 72 90 2,506 121
1,031 995 1,723 1,120 269 776 239 11,286 54.5
1,641 1,241 2,257 2,255 1,526 1,306 330 20,692 100.0

1,205 2,332 308 2 1,192 34 1,505 14,007

Note: Data as reported by closing depots and shipyards. Reasons for minor variations in some
balance totals not determined.

aStaff levels in year of closure recommendation. BRAC | (1988)—Lexington Army Depot; BRAC Il
(1991)—Philadelphia Naval Shipyard and Sacramento Army Depot; BRAC Il (1993)—Alameda,
Norfolk, and Pensacola naval aviation depots; Mare Island and Charleston naval shipyards, Air
Force AGMC, and Tooele Army Depot.

bCharleston Naval Shipyard officials could not determine how many employees (1) received
disability retirement or (2) obtained another federal job by some means other than the three
methods listed. They, therefore, included these employees in the “other separations” category.

DOD has used a wide range of programs and incentives to limit the number
Dep OtS. Have of employees that must be involuntarily separated when depots close. As
Extensive Employee part of this program, depot employees have job placement assistance, job
Outplacement training opportunities, vsip, and early retirement options. The high
P participation rate of affected workers has contributed to the positive
rograms results of the outplacement.
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Job Transition Centers
Established at Closing
Depots

The services have established transition centers at the closing depots to
provide job search assistance, referral services, counseling, and training in
such areas as resume preparation and interviewing techniques. The
transition centers also provide access to a wide array of office equipment
and supplies, including computer hardware and software. For example,
the equipment available for employees at the Alameda center includes

(1) 11 computers that contain both private and federal sector job data;

(2) 1 computer programmed with Career Search (a private sector job
search tool); (3) additional computers and a laser printer that can be used
to prepare resumes and cover letters; (4) copy and facsimile machines;
and (b) telephones.

Employees appear to be using the services offered by the transition
centers. For example, at the time of our review, the Pensacola transition
center was averaging 727 employee visits per month; 1,908 employees also
attended various center-sponsored transition workshops. Similarly, at the
Philadelphia Naval Shipyard, 3,402 employees had registered with the
Career Transition Center, which provides such services as one-on-one
counseling, development of job search strategies, and training
assessments.

Job Placement Programs

DOD has a variety of job placement programs that give displaced poD
employees priority in hiring decisions. These programs, when combined
with a policy of giving workers an opportunity to move with workloads
being transferred to other depots, have been effective in securing
employment for many displaced workers. The success of these programs,
however, often hinges on employees’ willingness to relocate, since
comparable employment opportunities are often not available in the same
area.

The priority placement program has been particularly effective. Under this
program, DoD employees targeted for possible involuntary separation are
given top placement priority for vacant DoD positions for which they are
qualified. As of July 31, 1995, the program had accounted for 42.1 percent
of job placements at the 10 closing depots.

In some instances, the military services have been able to satisfy both their
own needs and the needs of depot employees by transferring employees
with transitioning workloads. From the employees’ perspective, this
approach is desirable because it allows them to obtain a comparable job at
comparable wages. Similarly, from the military services’ perspectives,
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retaining the existing workforce provides continuity in completing work at
the closing depot while, at the same time, providing a base for building a
knowledgeable work team at the gaining depot.

The Navy has modified its normal personnel rules to allow depots to
expand this option. Normally, if employees turn down an opportunity to
transfer with the workload, they would no longer be eligible to participate
in the priority placement program. However, they can now continue to
participate in the priority placement program, even if they had previously
turned down an opportunity to transfer with the workload. As of July 31,
1995, 3,038 employees, or 14.7 percent of affected employees, had
transferred with a workload.

Job Opportunities Limited
in Some Locations

In some instances, it may be impossible to place employees in comparable
jobs in the same geographical area. Some depots are the single largest
employer in their area. In addition, because they require highly specialized
skills, maintenance depots not only may be the largest, but also one of the
highest paying employers in their area. As a result, opportunities in the
same or similar field at comparable wages can be limited or nonexistent.

Consequently, employees’ ability to find a comparable federal or private
sector job frequently depends on their willingness to relocate. Throughout
DOD, the percentage of priority placements that required a permanent
relocation increased steadily from 37 percent in 1989 to 53 percent in 1993.
According to one depot official, during the initial stages of depot closures,
many employees wanted a federal job if they could get one in the
immediate area. However, unless there was a big demand for their skills or
career field, depot employees soon discovered they had to move.

Employees can increase their chances of getting a job in their commuting
area if they are willing to change career fields, but they may find it difficult
to match their previous income. For example, depot officials noted that in
areas with service-based economies such as Pensacola, Florida, and
Charleston, South Carolina, most jobs pay only 50 percent to 75 percent of
those previously available at the depot and shipyard.

Job Training Available

Employees at closing depots are authorized to apply for federal grants to
upgrade or acquire new skills under the Defense Conversion Adjustment
and Defense Diversification programs. These programs, which were
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created by amendments to the Job Training Partnership Act,® assist
workers dislocated by defense cutbacks and are financed with funds that
DOD transfers to the Department of Labor.

Funds can be provided for formal classroom training, often at local
schools and colleges, as well as on-the-job training and can be made
available for up to 2 years. Some of the depot employees are currently
eligible to be retrained in such areas as computer science, automobile
repair, social work, and teaching. We did not assess the effectiveness of
this training in assisting employees to find new occupations.

Retirement and
Resignation Incentives
Also Provided

Cost of DOD
Outplacement
Programs

In addition to job placement assistance and job training, closing depots
offer incentives to encourage voluntary retirements and resignations. For
example, employees at closing depots are given vsIpP of up to $25,000 if they
voluntarily retire or resign, and they can take advantage of an early
retirement option if they (1) have at least 20 years of service and have
reached age 50 or (2) have 25 years of service, regardless of age.

Depot employees are also able to participate in the vsip exchange program.
Under this program, a vsip payment is made to employees who resign or
retire at installations that are remaining open, and the government pays
employees from closing depots to move to their new duty assignments and
fill the vacated positions. As of July 31, 1995, 991 depot and shipyard
employees had participated in the program.

Although complete data on the cost of DOD’s programs is not yet available,
they are significant. Costs are being incurred to (1) pay the relocation
costs of employees who transfer with the workload to another depot and
who find other DoOD jobs through the priority placement program or vsip
exchange program, (2) provide separation incentives to downsize the
workforce, and (3) pay for the various kinds of training and transition
assistance being provided. A number of programs and incentives being
offered to DOD civilian employees are currently not available to other
federal government employees. According to Office of Personnel
Management officials, although civilian agencies could also provide many
of the same benefits without additional legislative authority, the high cost
of such benefits is a restraining factor—particularly for smaller agencies.

3The act authorizes the largest system of federal job training and retraining programs in the United
States. The primary purpose of the act’s programs is to provide educational and occupational training
to workers who have lost their jobs.
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Table 3.2 lists some of the major transition benefits available to DoD
workers.

|
Table 3.2: Major Transition Benefits Available to DOD Workers

Program/benefits

Description

Placement programs

Priority placement

Provides mandatory placement rights for separated DOD workers
to other vacant positions within DOD. When a vacancy occurs,
employees have a right to mandatory placement in those
positions matching their skills and grades.

Defense outplacement referral system

The automated job referral system enables employees in the
public and private sector who have job vacancies to get a list of
DOD workers who may match the skill needed.

VSIP exchange

Provides an incentive payment to employees who resign or retire
from installations that are remaining open, and the vacant
positions are then filled by employees from closing depots who
are moved to their new duty assignments at government expense.

Training/transition

Job Training Partnership Act

Eligible DOD employees can participate in career counseling,
testing, retraining, placement assistance, support services, and
financial counseling.

Transition assistance center

Provides a variety of services to dislocated employees, including
assessment tools to provide guidance in making career changes;
workshops on stress management, job search, and interviewing
techniques; assistance in preparing resumes; job fairs; and
administrative support.

Separation incentives

VSIP

A lump-sum incentive equivalent to an employee’s severance pay
entitlement, up to a maximum of $25,000, is paid upon voluntary
resignation, early retirement, or optional retirement.

Voluntary early retirement

Employees can retire early if they have at least 20 years of service
and have reached age 50 or have 25 years of service, regardless
of age. Annuities are reduced by 2 percent for each year below
55.

Relocation benefits

Reimbursement of
relocation costs

DOD employees transferring to other DOD and federal
government jobs are reimbursed for travel, transportation, and
relocation expenses.

Homeowners’ assistance

DOD offers to buy a worker’s house if it cannot be sold and
provides compensation for some property value losses.

Relocation Benefits

One of the depots’ largest closure costs is the payment of relocation costs
of employees who transfer to new jobs. For example, as of January 1995,
$20.2 million, or about 75 percent, of the Sacramento Army Depot’s total
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BRAC expenditures had been spent on relocation costs.* Similarly, Navy
officials estimated that about $30.8 million, or 20.1 percent, of Alameda’s
BRAC expenditures and $45.9 million, or 22 percent, of Navy shipyards’
BRAC expenditures are for employee relocation costs.

These expenditures, estimated at one depot to be about $46,000 per
home-owning employee, reimburse the employees for a wide variety of
relocation costs. These include (1) reimbursement for house hunting and
other miscellaneous expenses; (2) real estate expenses; (3) transportation
of household goods; (4) travel; and (5) temporary living expenses,
including costs related to temporary storage.

To further ease the transition, the government also offers to purchase an
employee’s house at fair market value if it cannot otherwise be sold on the
open market. This can be an important benefit, particularly when the local
real estate market is depressed.

Employees may also qualify for the Homeowners Assistance program,
which is authorized by 42 U.S.C. 3374 and designed to compensate
employees for property value losses they suffer because a base closes.
Under the program, an employee could be reimbursed for the difference
between the home’s sale price and 95 percent of the previously appraised
value. For example, a DoD employee who owned a house worth $100,000
before the base closure announcement and sold the house for $80,000
after the announcement would receive $15,000.

Separation Incentive
Program Extended and
Expanded

The vsip program, which is similar to the buyout program that was in effect
in some federal agencies until March 1995, was extended by Congress until
September 1999 and expanded by DOD to include a vsip exchange program.
According to pOD officials, initial budget estimates were based on the
assumption that employees would either be reimbursed for their
relocation costs or given vsip; however, under the vSip exchange program,
depots must pay both. That is, an employee at a closing depot is relocated,
at government expense, to fill a vacancy that was created when another
employee accepted a vsip payment. For example, as of November 1994, the
Tooele Army Depot had obligated $3 million to pay the relocation costs of
106 Tooele employees who were participating in the vsip exchange
program and an additional $2.7 million to make vsIP payments to

128 employees who were being replaced.

“Totals exclude expenditures that are not managed by the depot, such as those for environmental
cleanup.
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Retraining Efforts

poD allocated $225 million to retrain employees at closing bases. This total
includes $150 million that was allocated under the Defense Conversion
Adjustment program and $75 million that was allocated under the Defense
Diversification program and had to be obligated by September 30, 1994.
These funds are provided to employees at closing bases through Job
Training Partnership Act grants.

Although the cost of this assistance varies with the type of training
provided, it averaged more than $5,000 per student at both the depots for
which we analyzed the data. As shown in table 3.3, employees at all but
one of the closing depots have received training assistance through Job
Training Partnership Act grants.

Table 3.3: Job Training Partnership Act
Grants for Closing Depots (as of
September 30, 1994)

|
Dollars in millions

Grant
Depot activity amount
Philadelphia Naval Shipyard $11.2
Mare Island Naval Shipyard 6.0
Charleston Naval Shipyard 15.0
Alameda Naval Aviation Depot/Naval Air Station 2.3
Norfolk Naval Aviation Depot 7.1
Pensacola Naval Aviation Depot 53
Sacramento Army Depot 2.3
Tooele Army Depot 1.9
Lexington Army Depot 0
Aerospace Guidance and Metrology Center 2.7
Total $53.8

aStatewide grant; no specific amount earmarked for Norfolk Naval Aviation Depot.

Additional DOD Programs

The Fiscal Year 1995 National Defense Authorization Act authorized pDoD
civilians to participate in several new pilot programs. The initial
authorization for these programs and demonstration projects was

$12.5 million. A pilot program was established whereby, if certain
conditions were met, Dob would pay up to $10,000 of the relocation and/or
training costs of former oD employees hired by nonfederal employers. A
second program was designed to place separated military and terminated
civilians in teaching positions as bilingual math and science teachers.
Finally, demonstration projects were authorized to help military and
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terminated civilians become business owners and obtain employment by
participating in the establishment and operation of ship recycling facilities.

Although data is limited because actions have not been completed at most
closing maintenance depots, data for those further along indicate that pop
has successfully used a